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ABSTRACT 

This paper presents evidence on the high unemployment 
rates for bl^ck youths and considers reasons for the widening gap in 
the labor maket experience of black and white youth. The paper 
consists of five sections. In the first, historical evidence on the 
declining r^te of black youth employment over the last 25 years is 
summarized. In the second section, an explanation is given for why 
the orthodox labor market theory cannot account for these declines. 
In the third, an alternative theory is presented to account for 
racial differences in job-finding success and, in the fourth section, 
existing empirical evidence is reviewed within the context of that 
theory. Finally, the fifth section presents conclusions and 
suggestions for additional research. (KH) 



****** ********************************* ************* ********* ******** 

* Reproductions supplied by EDRS are the best that can be made * 

* from the original document. * 
*********************************************************************** 



ERIC 



u $ ptPAHtwitwT or eoucAnoM 

NATK>NA» INSfifUli 0» rDUCAT10«l 

fiRt.t »it ..ill rv-ii'i, M ,...-^.f' ttM ^l^N»F 



'PERMISSION TO REPRODUCE THIS 
MATERIAL IN UNCflOrtCHE <H«tY 
HAS BEEN QRANIEO BY 

TO THE EOlKJATtoNAL RESOURCES 
INFORMATION CEW^R (ERIC)/* 



THE SOORCE OF MINORITY 
YOUTH EMPLOYMENT PROBLEMS 

By 

David H. SvinCon 
and 

Laurence C« Morse 



May 1983 



Jupporc tor this paper was provided by the Andrew Mellon 
Foundation. However, che opinions expressed in this paper are 
Che sole responsibility of che auchors and do not necessarily 
represent the views of the Mellon Foundation or of The Urban 
Institute or its sponsors. 



I 



I 
4 



TABLE OF CONTENTS 

Page Wo. 

INTRODUCTION i 



RACIAL DIFFERENCES IN THE YOUTH LABOR MARKET 4 

Youth Unemployiaent Levels in Black and White 4 

Efflploymnt Population Ratios 

for Black ami White Youth 7 

Conclusion 12 

ORTHODOX LABOR MARKET THEORY 15 

Willingness to Work 18 

Effect of A MiaionuB Wage 21 

AN ALTERNATIVE LABOR MARKET THEORY 28 

Job Finding Success and the 

Racial Enployvent Differentials 29 

A Theory of Personnel Selection (Demand) 32 

A Theory of Job Seeking (Supply) 35 

Implications for Racial Differentials 38 

REVIEW OF EVIDENCE FROM EXISTING STUDIES 40 

Job-Search Methods 41 

Labor Market Knovl«.dge 44 

Residential Location ^ 45 

Employability 48 

Differential Population Growth Rates, 

Increased Competition from Other Groups 53 

Summary 

CONCLUSION 57 



ERIC 



3 



I 



I 



INTRODUCTION 



During the pasc twenty-five years the labor caarket haa evidenced 
increasing difficulty accaonodacing the employment needs of black youth. ^ 
Uneaploytaent races for black youth, which were high in the 1950s, have 
increased over tiiro, both absolutely and relative to those of white 
youth. By 1981, four out of fjn black teenagers who sought jobs could not 
find them; the ratio was five out of ten in some central city areas. Only 
22 percent of all blacks between the ages of 16 and 19 had jobs, compared 
to 45 percent of the entire U.S. population of that age. Moreover, young 
blacks havr higher relative unemployn»nt rates and lower ewployment- 
population ratios across all education, inccmc, location, age, and sex 
groupings. 

While the cacts on high unemployment among blade youth are fairly well 
known, what is less known by the general public (but has become 
increasingly evident to scholars working in this area) is the disturbing 
fact that— in sharp contrast to the experience of their vrtiite 
counterparts — the labor market position of black youth has deteriorated 
dramatically over much of the last three decades. Trends in aggregate 
unemployment rates and empLoyront-population ratios for black youth 
relative to these same indicators for white youth reveal an undeniable 
erosion; and again, these trends are in evidence across all education, 
income, location, and sex groupings. 

Perhaps even nasre disturbing is the mounting evidence that black 
ths are raore seriously affected by adverse early labor market 
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'"The term youth will be used throughout the paper :o refer to che age 
group 16 to 24, which includes two subgroups: teenagers (16 to 19 years of 
age) and young adult? (20 to 24 years of age). 
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experiences than white youth. More specifically, it has been found tha; 
time spent unemployed during the early years has deleterious effects on 
black youths* tuture earnings and anpLoyment, In this light, the 
deteriorating labor market position of black youths must be considered of 
very ominous portent for the success of our society's efforts to eliminate 
racial disparities in employment in the future. Today's youths are 
tomorrow's adults, and the continuation of the trends cited make it likely 
that many of the present generation of black youths will experience great 
difficulty leading productive lives as adults. 

Moreover, not all of the negative effects of poor initial encounters 
in the Labor market are confined to the future. The most obvious conse- 
quence of unemplojrtnent is, of course, loss of income, and here again the 
impact of unemployment may be greater for the families of black than of 
white /outh. Whereas 17 percent of unemployed white youth come from 
poverty families, 52 percent of black youth come from poverty families. 2 
In addition to the loss of income, unemployment may also impose ... chic 
costs in Che form of lowered self-^esteem or sense of self-worth. 3 There is 
also some evidence chat unemployment is associaced with a higher incidence 
of criminal and other antisocial behavior. 4 



n 

"Lester C. Thurow, "Youth Unemployment." Rockefeller Foundacion 
Working Paper. New Vork, September 1977, 

-^Elliot Liebow, Tal lev's Corner (ioston, Massachusetts: Little, Brown 
iCo., 1967). 

"^Daniel Glaser, "Economic and Socioculcaral Variables Affecring R^ces 
Jt I'ntiapLoyraenc , Delinquency, and Crime," in the Conference Reoorr on Y.^uch 
I'netnplaynent : Ics Measurement and Meaning r.»ash ingcon , D. J. : . S . 

Department or Labor, i.978). 
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The factors oosc often cited as contributing to the widening gap in 
the Labor carkat experience of biack and white youtn are: 

o increasingly different expectations and attitudes coward work 
between black and white youth; 

o the employment decreasing effects of the minimum wage; 

o differencial access to job information between black and 
white youth; 

o the movement of industry ouC of central cities, reducing the 
number of entry-level jobs available to residents lefc 
behind; 

o an increasing difference in the employability characteristics 
of black and white teenagers; 

0 differencial growth races in Che black and whice youch 
populacions; 

o increased compecition for eucry-level jobs from other 
demographic groups, e.g«» adulc whice females; and 

o an increase in labor markec discriminacion againsc black 
youCh. 

However, che subscancial volume of empirical work which includes 
consideration of these faccors does noc satisfactorily explain che secular 
deterioration in the labor market position of black youth. The aajor 
hypothesis of chis paper is that che orthodox labor market cheory thac has 
been used to analyze this problem is inappropriate and the situation can 
besc be explained in an alternative framework. 

The paper consists of five sections. In the first section che 
historical evider * on the employment situation of black youchs is 
i'j33Dari2ea, In the second section an explanation is given for wny tne 
:>rthodox labor market theory can not account for the worsening employment 
position oz black youth. In che third section an alternative theoretical 
frarevork. is presented and in the fwurth section the existing enioirical 
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evidence is reviewed in che context of thac theory. The fifch section 
presents conclusions and suggestions for additional research. 

RACIAL DIFFERENCES IN THE \OUTH LABOR MARKET 

Youths of all races have higher unemp loymenc rates than adults. This 
is due, in part, to the time required to make the transition from school to 
work and, in part, to the greater instability associated with che youthful 
stage of life. Given the present paucity of institutional bridges between 
school and work and the natural desire of young persons to "shop around*' 
before settling down, the relatively high unemployment rates experienced by 
youth are to be expected. What is not to be expected, on either basis, is 
the persistent and growing disparity between the unemployrcnt rates and 
employment-population ratios of black and white youth. 
Youth 'Jnemployment Levels in Black and White 

Over che past twenty-five years, black youth have generally 
experienced higher unemployment rates Chan whits youth.'' Moreover, for 
Chose in the 16 to 19 age group there has been a marked secular increase in 
nonwhice unemplovctuc rates, in contrast co relative stability for white 
teenagers of both sexes. ^ Both che differential and the trend are clearly 
shown in Figure 1 . 



Staciscics presented here are caken from David H. Swintan, Towards 
Defining che Universe of Need for Youth Eaploymqnt Policy (Walchan, 
Massachusetts: 3ranaeis University Center for Public Service, i^60) . 

''The upturn in wnice races for 1982 is primarily cyclical in origin, 
reflecting che severe recession. 
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A number of demographic factors affect unemployment Urates ^nong 
vouch. A comparison of the trend lines for whites and nonwhite^ihows chat 
for each age and sex group unemploynwnt rates for blacks (over 90 ikrcent 
of the non^ite group) are apt^roximately two times the rates of 
corresponding white groups. The greatest racial disparities exist between 
black and white females, with female teenagers having the largest overall 
racial disparity. The group experiencing the lowest racial disparity ia 
young adult males. 

The impact of sex on unemployment rates can be seen by comparing the 
left side of Figure 1 with thi^ right side. Among whites, the rates for 
females have been approximately the same as those for males in the same age 
group. On the other hand, both black teenage and young adult females were 
about 20 percent more likely to be unemployed on the average than their 
black male counterparts during the past twenty-five years. Thus whi'e 
there are no consistent sex dif ferenzials in unemployment rates among young 
wnites, chere were differentials unfavorable co women in the uneraploymenc 
experiences of young blacks. 

As might be expected, the unemployment rates of young adults are 
significantly lower than those of teenagers. A comparison of the trend 
lir»^s shows a substantial age differential for each race and sex group. 
The average rates for teenagers were from 75 to 100 percent higher than 
those for young adults of the same race and sex group, and for all groups 
Che young adult rate was substantially lower than the teenage rate m each 
year of the twenty-five year period. 

These numbers make ic clear chac black fetnaies are cne Lease favored 
zrjuo ir. the labor market in zer:ns of anenipl ^y^ner.c . It is also :l;*ar ihac 
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there is essentially no difference in che overall unemployment situation of 
white male and female youth. Moreover, the numbers highlight tht ove *II 
unfavorable impact that being black has on the labor market position of 
black youth for eaca age and sex group. In fact, che average unemployment 
rate for each black group was higher than the average for the most 
disadvantaged i^ite group. 

As noted earlier, the unemployront rates in Figure I show an increase 
;n unemployment rates for black youth over time. In previous work we have 
estimated the significance of both cyclical and secular changes in the 
relative unemploynwnt rates of black to white youth between 1958 and 
1978.' The regressions iadicaced chat che unempLoyment races of black 
vouch of boch sexes •were much n»re sensicive Co changes in che overall 
unemploymenc race Chan che corresponding whice youch races<^ The cime Crend 
analysis showed, ac most, a very slighc deterioration in the unemploymenc 
experiences for v^ice youth over this 21-year period and a marked 
decerioration for nonwhite youth, especially teenagers. 
Employment Population Ratios for Black and White Youch 

The evidence from unemployment staciscics alone is of limited value in 
assessing the labor markec position of black youch because the unemployment 
rate, as measured, confounds the effects of fluctuations in part icipacion 
rates with the effects of fluctuations in unemployment. Thi^ problem is 
especially serious in interpreting youch unemploymenc s 



t. Thi^- problem is 
cacisct.cs in view of 



:ne volatility or youth labor market flows. 3 'Youth are particularly 



'Swinton, Towards Defining the I'ni versa of Need . 

"JSee Xim Clark and Lawrence Scmoers, ''The Dynamics oi Ycutn 

I'nemployroent Vorking Paper Ho. 274, (Cambrid?*, Mass.: National Bureau 
of Economic Research, August 1978), 

ERIC i 1 



S 

responsive to fluccuaCions in the demand for labor. Consequent ly, 
measuring changes in labor market position by using changes in unemployment 
rates alone is inadequate. The ^ploywent-population ratio (E/P) provides 
a supplementary indicator of youth labor market experiences by giving us a 
measure of the proportion of a population that is actui^lly employed. 

In Figure 2, we have presented employment-population ratios for the 
same ^^p#eti£y* five y.ear period, 1958 to 1982. As the graphs show, the 
employroenc-population ratios serve to reenforce the position that being 
black has an adverse effect on the labor market position of youth. In 
virtually every year for which data are presented, blacks in each age-sex 
category were less likely to be ^ployed than the comparable white group. 
Employmenc-popu^^tion ratios ^«re lowest for nonwhite teenage women, with 
only one in five employed. 

An analysis of the trends in these ratios completed for an earlier 
study (covering 1958 to 1978) shows decline or stagnation in the 
e!nployment-*populat ion ratio for all Che nonwhite groups, in contrast to an 
increase in che ratios for most white youth groups.^ Simple linear rime 
trend analfrsis indicates strong positive trends for each white group, with 
the exception of white male young adults (Table 1). Since unemployment 
rates were relatively stable over the time period, this trejpd suggests that 
Che labor market is having little trouble absorbing the increasing 
proportion of che white youth population chat is choosing to participate in 
cne labor market. 



'David H. Swinton, "Dimensions and Causes of Youth Unemploymer.c , ' in 
i:^PQSiua on Minority Youth and Vrban Disadvantaged Youth ; Vashmzcon, 
Institute for Economic Development, 19S0i, 



12 



mi 



/M 



Ml 



Ml 



\ * /a /it 



m 



ClO 



so 



III 



^11 



Willi*' 

Jit tu 



Uliii« 



II* \H 



3 



o 

CO 



CD 



i 



is /II 



I 



% 



I 



I 

\H1h 



I 



I 

I'lHi 



34 



10 



TABLE 1 



REGRESSION ESTIHATES* OF TIME TREND 

IN EMPLOY^IENT-POPUUTION RATIOS, 
1958 TO 1978, BY RACE, SEX, AND AGE 



6 



C-Staciscic 



Whice Males 
16 CO 19 
20 CO 24 



45.02 
80.02 



.435 
148 



6.52* 
2.35** 



Ncnwhice Males 
16 CO 19 
20 to 24 



44.71 
81.69 



-.783 
-.818 



10.49* 
4.69* 



Whice Females 
16 tol9 
20 CO 24 



29.16 
38.84 



.695 
.108 



6.81* 
27.24* 



Nonwhite Females 
16 CO 19 
20 to 24 



22.85 
41.17 



-.059 
.348 



.95 
2.97** 



SOURCE; "Oiraensions and Causes of Youth Unempioymenc . " 



Estimated from equacion: E/F » a* 0c ♦ ei. 

♦Significant ac .01 level or higher. 
**Significant ac .05 level. 
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The escimaces tor black youch reveal clear decerioration in their 
relative position. The coefficient for nonwhite female teenagers is 
negative, small, and insignificant. This reflects stagnation in the ratio 
for this group. In view of the fact that black female teenagers started 
the period with significantly smaller employment -population ratios than 
white female teenagers and the fact that vhite female teenagers have made 
impressive gains during the period, the relative position of blacks 
deteriorated substantially. Black female young adults made modest gains 
over the period taken as a whole. However, these gains were all made 
before 1969. Since 1969, the employment-population ratio for black female 
youn^ adults has declined. The time trends for black male youth of both 
age groups are significant, negative, and large. 

The up-shot of these trends is that the labor market position of black 
youth, as measured by the proportion employed, has declined significantly 
relative to che position of whites. This is shown clearly in Figure 2. It 
is also obvious from these data that nwst of the relative decline for both 
black male and black female youth has occurred since 1969. By 1977 the 
proportion of black male teenagers working was only one half che proportion 
of white male teenagers working, the proportion of black female teenagers 
working was less than one half the proport ion of white females and che 
proportion of black young adults of both sexes working vas 3bout chre 
quarters chat of white young adults. 

It has been asserted that a proportion of che difference in che black 
and white unemployment sicuations can be accounted tor by differences in 
school enrollment. Since 1950 the school enrol laenc races for ail cohorts 
iiave increased significantly. The enrol Imenc races for '^^ack youCh nave 
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increased more rapidly than the enrollment rates for white youth. As a 
conseq'xence, although all black youth cohorts had lower enrollment rates 
than whites in the 19508, by 1977 some of the younger cohorts, particularly 
males, were enrolled at higher rates than is^ites and the others had almost 
reached parity in enrollment. However, data presented in Table 2 indicate 
that after adjusting for school enrollment status, black youth of each 
demographic group suffer higher unemployment and lower employment** 
population ratios than do corresponding white youth. Moreover, the 
relative disadvantage is greater for in-school youth, especially at the 
younger ages. 
Conclusion 

la summary, the evidence shows no significant change in the unemploy-- 
ment race for white youth over the past twenty^five years even with an 
increase in their employment ^ population ratio, indicating a significant 
improvement in their labor market position. The story for black youth i» 
almost diametrically opposite. While black youth, like white youth, have 
always had relatively high rates of unemployment, the evidence from the 
unemployment rates for both sexes indicates a relative secular 
deterioration in their labor market position. Analysis of employment- 
population ratios indicates the extent of that deterioration, showing a 
relative decline in employment -population ratios for all black groups and 
an absolute decline for black males. The racial disparity in both absolute 
labor market position and secular trend is greatest for black teenagers, 
DOth male and female. Moreover, these racial differentials in unemployment 
rates and enployment^populat ion ratio? exist across all education, income, 
ana location groupings. In each instance, che situation has worsened 
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TABLE 2 

EMPLOYJffiNT-POPOLATION RATIOS AND UNEMPLOYMENT RATES 
FOR YOUTH BY SCHOOL ENROLLMENT STATUS IN 1977 



16 to 17 18 to 19 20 to 24 

E/P Uneaploy E/P Onemploy- E/P Unewploy- 

Raclo oenC Race Ratio aent Rate Ratio nnnc Rate 



Males Enrolled 

White 42.9 14.1 

Black 14.3 37.2 

Males Not Enrolled 

White 57.3 30.6 

Black 32.6 41.7 

Fenales Enrolled 

White 36.7 15.3 

Black 7.1 51.3 



Females Not Enrolled 

White 45.9 21.6 

Black 17.2 50.0 



43.4 
23.9 



10.2 
37.5 



52.0 
33.1 



6.4 
19.6 



82.9 
49.8 



11.1 
39.3 



88.7 
70.5 



7.3 
20.6 



41.8 
20.2 



13.7 
31.6 



55.3 
29.4 



6.3 
23.2 



61.2 
33.7 



14.7 
44.4 



64.1 
47.5 



9.4 
26.7 



SOURCE: Based on data from "Towards Defining the Unverse of Need for 
Youth EmployBwnt Policy," Tables 9 thrch*<ch 12. 
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absolutely and relatively over the past thir-.y years vith an accelerated 
deterioration in black youth labor market position in the 1970s. 

The statistics presented above make it clear that black youth are 
experiencing serious problems in the labor market. The importance of 
resolving these problans is self-evident. However, before effective 
strategies and policies can be developed, there must be a j^ood under- 
standing of the cause of youth un«nployoent. Past research suggests a 
variety of explanations but has no far failed to provide any convincing 

overall explanation for the labor market experiences of black youth. The 

« 

existing empirical literature has largely been ad hoc and not well 
integrated. As a consequence, neither the validity nor the relative 
importance of the various factors has been convincingly establisned. Thus 
no firm basis for policy formulation exists. 

In the next two sections of this essay the difficulty of explaining 
minority youth labor market experiences is explored. The discussion begins 
wicn a brief exposition of the orthodox theory which has heretofore guided 
most theoretical and empirical work. This discussion points out the 
inadequacies of this framework and proposes an alternative framework for 
explaining the unemployment problems of black youth. The empirical 
literature is then reassessed in the light of the alternative framework. 
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ORTHODOX UBOR MARKET THEORY 



The orthodox cheot7 of the labor market can be summarized by two basic 
propositions. 10 First* Che demand for labor is a decreasing function of 
the wage rate and the supply of labor is an increasing function of the wage 
rate* Second, whenever the supply of labor is not equal to the demand for 
labor, the wage rate will automatically adjust to equilibriate the 
quantities demanded and supplied. Thus, in the traditional vision the 
invisible hand functioning through normal market operations is expected to 
ensure the employmnt of all labor willing to work at the wage prevailing 
in that market. There are only two explanations for unemployi^nt that are 
consistent with the orthodox theory. First, some workers may not be 
willing to work at the existing wage rate. Second, extra-market 
intervention may prevent the market wage adjustnwnt mechanism from 
operating, 11 

In the simplest version of orthodox theory, where blac^, and white 
workers are assumed to be homogeneous 2nd Che deiaand for labor is 
undifferentiated, the only factor that could explain existing racial 
differentials in employment would be a greater unwillingness of minority 



The orthodox theory is here taken to be that perspective in 
economics which argues that the economy may be analyzed as if it conformd 
CO Che perfectly competitive economic model. Although orthodox theorists 
recognise market imperfections, these are seldom incorporated into policy 
an.il>si> 3t rather empirical work. 

Although orthodox cheory recognizes the existence of market 
iuiper feet ions , che "as if" assumpt ion eliminates or rules out the 
poss ibility of taking these into account in explaining rac ial inequity. 
Since che market ausc be presuiMd to operate as if i: is perfect, anv 
failure to achieve equilibrium outcomes nust be accribuced to extra^arket 
incervent ion. 
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youth CO work ac che prevailing wage race. Excra-aarkec incerference wich 
Che wage adjustaent nethanism (e.g., che escablishmenc of a miniaua wage) 
would ooc be expecced Co have any greacer effecc on black youch Chan on 
whice youch given hoaogencnis workers and jobs. 

Convene ional cheory has bee-, extended Co recognise chac boch workers 
and jobs are differenciaCed. Jobs are dif ferenciaced by che cypes casks 
and working condicions, and workers are dif ferenciaced by produccive 
pocencial. These differences in produccive capacicy B&y arise because of 
differences in human capical, innace abilicy, mocivation, ecc. Given chis 
excension ic is assuaed chac che demand for workers is a funccion of chcir 
produccivicy on parcicular jobs. Employers would presume ly be willing co 
pay more Co hire a more produccive worker or ac lease give preference co a 
more produccive worker aC any given wage race. However, »*iile chis cheory 
nighc be capable of explaining racial differences in pay and occupac ional 
disCribuciousV allowing for human capical dii.'::erences does noc seem co be 
sufficienc Co explain racial differencials ia vouch unflmploymenc within che 
poncexc of che orthodox model. 

It mighc seem aC firsc glance to be obvious chac workers of lower 
produccivicy should be employed ac lower races than workers of higher 
productivity. However, if the orthodox version of aucowacic wage 
adjuscment is correct, then che wage should scill be able Co adjust co 
equilibrate the supply and demand for lower productivity workers. The 
existence of produccivicy differences therefore adds nothing to the 
explanation of unemployment differences unless workers of lower 
productivity are less willing to work for wages ^thich equal their 
productivity, or unless there are rigid wages imposed from outside the 
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markec chat have a disproportlonace impacc on trorkers of lover 
productivity. In any case, the existence of productivity differences would 
only add to the explanation of existing racial differences if black workers 
were consistently and significantly leas productive than white workers. 

A second extension of the traditional theory has also been offered 
specifically to help explain racial differences. This extension is built 
around an hypothesis advanced by Gary Becker that white employers are 
assumed to have a "taste" against black workers. As a resale of this 
taste, black workers appear owre costly in utility terms than white workers 
of equivalent productivity. Given this, individual white employers are 
assumed to discriminate against black workers. This discrimination i« 
postulated to result in the observed labor market inequalities. However, 
just as in the case of productivity differences it can be shown chat this 
extension is also not able to reconcile r&cial differences in employment 
and unemployme . with the orthodox -^del.^"' As in the previous situation, 
the posculaced wage adjustment mechanism ought to equilibrace the supply of 
black workers with the demand for black workers by lowering the wage paid 
CO black workers. Again the employment differential exists only if there 
is an unwillingness Co work aiajng black workers or if the wage adjustment 
mechanism is constrained from outside Che labor markec. 

Thus, chere are only Cwo explanations for racial differences in 
employment chac aij consiscenc wich the orthodox version of a 



12 

Gary S. 3ecker, The Economics of Discrimination (Chicago, 
Illinois: University of Chicago Press, 1937). 

13 . 

David H. Swincon, The Lo^ic of Economic Discriminac ion in Non- 
Compecitive Markets (Ph.D. dissertacion: Harvard Universicy, 1974). 
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self-equilibrating labor markec. Either black workers are le^s willing to 
work cor market ot existing wages than white workers or there is an 
external constraint on wage flexibility in combination with productivity 



explanations are not adequate* 
Willingness to Work 

The hypothesis that black youth are less willing eo work for 
prevailing wages has taken various forms in the literature. Piore, for 
instance, suggests that as a result of the black protest irovements of the 
1960s, young blacks are increasingly inclined to refuse the menial, low^ 
paying jobs that had been accepted by previous generations of blacks. 
Other investigators believe that there have been changes in young blacks* 
attitudes towards work induced by their increased acquisiti^on of 
schooling. Whatever the suggested motivating source, however, some 
researchers and popular commentators raise the possibility chat the present 
employment situation of young blacks stems from their increasing 
unwillingness to accept representative entry-level employment opportunities 
in significant numbers. 

However, there is no evidence that black youth are less wil ling to 
work for the prevailing wage than white youth. In fact, the latest 
available evidence radicates that the reservation wages for black youth 
are, in fact, lower than those for white youth. Moreover, black youths who 
are working continue to receive lower pay than white youth. Since the 
unemployed counted by official statistics, by definition, include only 

*'*Micnael J. Piore, Birds of Passage i^Camoridge, England: Cantbridge 
University Press, 1979). ' 



differences and/or discrimination* 



It seems to us that these two 
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chose workers who are willing co work, the high unemployiaenc races 
registered ia the official scaciscics for black youth would seem to 
indicate that the unemployed are willing to work at the existing wage 
races. The enpirical evidence on this issue is suourised below. 

Xn order to determine whether or not hi^ unesqployment anong teenagers 
in the late 1960s was attributable to the unwillingness of teenagers to 
accept available employnsnt at prevailing wages. Hanel, Goldberg, and 
Cavett examined data from two sources: (1) using the National Longitudinal 
Survey (NLS) daca for young men (October 1967; survey week), they examined 
data on wages received by employed young men, the wage required by those 
unemployed to accept employment, and the wage required to induce persons 
outside the labor force to enter; (2) using the Urban Employment Survey 
Cues) [a survey of residents of Concentrated Employment Program (CEP) areas 
in six large citiesl, data on expected and actual earnings for the 12-month 
period July 1968 to June 1969 were examined for male and female employed 

and unemployed teeenagers (16 to 19 years old), in each area, who looked 

IS 

ror work ac any time during the year. 

From their examination of !fLS data Hamel eC al . found that: 

o "contrary to the hypothesis of unreasonable expeccacion, che 
average wage expected by unemployed men [was] , within any 
sex-group, lower Chan chac for the employed;" 

o that for both race groups "teenagers outside the labor force 
could be dram into employment at a lower wage, on average; 
than that which employed teenagers receiveld] or that which 
unemployed teenagers expecc[ed};" 



Harvey R. Hamel, Melvin Goldberg, and Thomas W. Gavetc, "Wage 
Expectations," in Youth Unemployroent and Miniiaua Wages , Bulletin 1657 
(Vashingcon, D.C.: Bureau of Labor Statistics, 1970). 



24 



20 



0 chac Che average pay required or earned by nont^ite youchs 
was lower than that required or earned by white youth in all 
age groups. 

The examination of UES data yielded additional information on the wage 
expectations of minority youch since the majority of teenage residents of 
all six CEP areas were black or other races. Again the authors found 
that the wage demands of both unemployed and employed minority teenagers 
(male and female) vere not unreasonable relacive Co actual wage rates. 

Turning now to the analysis of laore recent data, we focus on the 1979 
MLS Survey of Young Americans. Unlike previous JILS youth survey questions 
which sought to detensine youths* willingness to accept available 
employment opportunities by focusing exclusively on reservation wages t the 
1979 NLS survey sought in addition to determine youths' willingness to 
accept the particular "types" of jobs most often available to young persons 
in the labor market. More specifically, young people in the survey sample 
were presented seven types of work and asked whether chey would be willing 
CO accept full-time employrcnt in these occupations at S3. 50, and 

55*00 per hour. Bo ru4L analysed these data and found with regard to 



minority-white differentials that: 

. . .for the five types of jobs which are often available to 
youth in the private sector^^-washing dishes, working in a 
factory, working as a cleaning person, working at a checkout 
counter in a supermarket, and working at a hamburger place-'-more 
black youth were willing to work at S2.50 an hour, and fewer 
black youth would not work at $5.00 an hour than was true of 
either Hispanic or white youth. 



The proportions were as follows: Chicago, 98 percent; Detroit, 83 
percent; Atlanta, 82 percent; New York City, 69 percent; Houston, 60 
percent; and U^s Angeles, 52 percent. Nearly half che teenage residents or 
cne Los Angeles area and about one*-fifch oi che Hous t jn area populat ion 
w€re of Mexican decent and nearly one-fifth of che New York City teenagers 
were Puerto Rican. 
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Moreover, these differencea were not due co age, educational 
attainment, enrolLoent status, or regional differences ,^between 
ninority and white youth. Regression analysis holding these 
factors constant found a statistically significant greater 
willingness of black ymith to take all five of the private 
sector jobs at each wage rate. 17 

For the two types of public service employoent opportunities—cleaning up 
neighborhoods and working away fro« hoaie in a national forest or palrk — only 
going to national parks to work on conservacion projects appeared less 
actractive to blacks than whites. 

While the literature examining the relative willingness of black youth 
to work for prevoiling wages is not extensive, it provides no support for 
the assertion that black youth are less willing co wotk for prevailing 
wages than white youth. In fact, the available evidence suggests just rhe 
opposite—that black youth continue to be more willing to accept teenage 
type jobs at lower wages than their white couticerparts. 
Effect of A Minimum Wage 

The second explanation for racial differences in unemployment that is 
consistent with the orthodox vision of an automatically equilibrating labor 
tnarket is that there is some sxcernal constraiv.t on wage flexibility 
working in combination with racial differences in productivity or racial 
discrimination. For orthodox economists, the minimum wage is the barrier 
CO wage flexibility most often cited. However, the minisum wage can only 
constrain wage rleribility in markets and for jobs where It is, in fact, 
effactive. More precisely, vrtiere prevailing wa^es are above the ainisium, 



^'Mic^'aei £. Sorus, "Willingness co Work," in Pathways to che 
Future: A Longitudinal Study of Young Americans by Michael E. 3orus ec a;. 
tCoLumbus, Ohio: Ohio State Unxversicv Centar cor Human Resource Research, 
1980). 
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the minimum is not binding and therefore cannot pose a barrier to vage 
flexibility* 

According to the orthodox vision of the labor market then, vages at 
all levels other than the mininsua are free to adjust in order to 
equilibrate the demands for and supplies of workers to jobs unaffected by 
minimum vage legislation. Workers with the required skills wishing to 
obtain employment on jobs paying wages above the minimum are free t.- offep 
their labor services to employers at wages below those prevailing, but 
above the minimum. In this manner , the labor market will accommodate all 
workers with the skills and desire to perform jobs at wages ac or above the 
minimum; those whose skills are not sufficient to justify paying them the 
r^inimtun wage are not frce-^except in industries or occupations not subject 
to minimum wage co'^'erage— to offer their labor services at wages below the 
minimum and must therefore remain unemployed or leave the labor force. The 
considerable unemployment arong black youth must then come about in one of 
cwo ways: either the relative marginal productivity of most black youths 
is such that they cannot perform the broad range of jobs paying wages above 
the minimum, or the extent of employers' discriminatory tastes is such that 
they will only hire significant numbers of unemployed black youths ac or 
below the minimxim wage, thereby showing themselves unwilling to reap the 
substantial financial rewards to be had by hiring black youths at wages 
above the minimum but below that they might otherwise have to pay. We find 
little casual or substantial empirical support for either contention- 

The minimum wage does little to explain either the current high level 
of black youth unemployment or the growing racial disparity. Fisher has 
^oserved chat before September 1961, the federal minimum wage siay not have 
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been a very important constrainc to teenage employment since the 

legislation to that date covered only employers specifically engaged in 

interstate ccmamvce or in a closely related process or occupation directly 

essential to the production* . . ,In 1960, 56 percent of construction, 31 

percent of wholesale trade, 97 percent of retail trade, 81 percent of 

service jobs, and nearly all agricultural wage and salary employers w«re 

ttot covered by the federal minimum wage. During the 1960s, although 

there were four increases in the level and coverage of federal minimum 

wages, the ratio of black to white youth employment and unemployment 

remained about constant over this period. And while it may be pointed out 

that the ratio of the minimum wage to average hourly earnings (the 

effective minimum wage) was declining over tmxch of this period, this ratio 

declined even more during the 1970s, a period of dramatic divergence in 

unemployment rates and employment-population ratios for black and white 

19 

youth (see Table 3). ^ 

In our present day economy most jobs have wages above the minimum. In 
fact, moHt teenagers are employed on jobs at wages above the minimum. 
Examining wage rates for youths 14 to 21 years of age in 1979, Shapiro 
found mean wage rates exceeded the minimiua of $2.90 per hour in ten of 



18 

Alan A. Fisher, The Problem of Teenage Unemployment (Ph.D. 
dissertation: University of California at Berkeley, 1973) • " 

19 

Recent work by Cogan suggests that the minimum wage, in combination 
with Che dec line in agricultural employment , explains the growing 
disparity. Yet even he concedes that it cannot explain the continued 
decline in the 1970s. See John F. Cogan, "The Decline in Black Teenage 
Employment: 1950-70," The American Economic Review 72 (September 

1982) :62i-38. For further discussion of Cogan's work, see Lynn C. 
Burbridge, "The Distribution of Young Workers in the Labor Force by Race 
and Sex: An Analysis of Industries and Occupations, 1950-^1970" 
Cv'ashington, D.C-: The Urban Institute, 1983), 
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TABLE 3 

MIHIMUM WAGE AS PKRCENT OF AVERACT HOURLY EARNINGS 
OF PRODOCTION WORKERS IN INITIAL AND FINAL YEARS 



Year 


Regular Miniaum Wage 


lalcial Year 


Fiaal Year 


1950 CO 1956 


SO. 75 






1956 cc 1961 


1.00 


53 


45 


1961 CO 1963 


1.25 


56 


53 


1963 CO 1967 


1.40 


59 


46 


1968 CO 1974 


1.60 


53 


38 


1974 


2.00 


47 


47 


1975 


2.10 


4o 


46 



SOURCE: Lescer Thurow, ''Youth Unemploywenc," The Rockefeller Foundacion, 
Sepcember, 1977. 
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cvelve occupational categories. Furthenaore, less than 9 percent of youth 

were enployed in the two occupations for which mean wages were below the 

. , 20 
axaimum. 

It has been asserted that black youth are not productive enough to be 
employed in these jobs. However, aany of these jobs do not require a great 
4eal of skill. Both the Dictionary of Occupational Titles and the 
Occupational Outlook Handbook continue to make the point that most jobs in 
the labor market, not simply entry level jobs, can be learned on the job, 
in a short time, and without 11 or 12 years of schooling. This would 
suggest that differences in educational attainment or achievement would not 
explain racial differences in youth employment. 

In no way do we mean to imply here that young persons should not 
complete high school. What we are raising is the question of how much 
education is needed in order to perform most jobs in the econoay and 
whether differences in cognitive ability are responsible for unemployment 
differentials. The point is often made, in various ways, that due to the 
pace of technological change in our society, those individuals who do not 
acquire extensive amounts of education will not be prepared to perform well 
on the types of jobs in the economy. Yet, this often-stated notion reveals 
a fundamental misunderstanding of the fact that the end result of techno-' 
logical advancement is to simplify, not to complicate. We see this in such 
easily observable jobs as check-out clerks in grocery store chains and 
cashiers in such fast food chains as McDonald's. While it was once the 



20 

The cwo occupational categories were farai laborers and private 
houS>^hold workers. For an analysis of youth wage rates by race, age, sex, 
occup^^on, industry, and school enrollment see David Shapiro, "Youth 
Employraeh^ Conditions" in Borus et al. , ?athways to the Future. 
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case chat one needed to possess a. fairly good knowledge of basic arithnwcic 
and be quick in its use, in neither work is this now a necessity. In the 
foriMr, technological change has given us check*-ouc devices that 
autoaatically register the price of objects by deciphering codes on the 
items; the clerk need only pass the item over a scanner! At McDonald's, 
the clerks need only be able to recognize the "pictures" of food items sold 
and press the picture of the item on a color-coded grid. As for the 
customer's change, the clerk .need only press a change button. The machine 
does the work! 

The point that neither high quality nor great quantities of education 

are necessary in order to perform most jobs in the economy is brought home 

even more persuasively by the following excerpt which seeks to place the 

skill level of black American workers in international perspective: 

If any more proof is needed that persistent, high black 
unemployment rates and lower-paying, less-prestigious jobs are 
not a matter of poorer or less education,. . .,it can be found 
as close at hand as the nearest shopping center. Americans have 
long been eager to buy the goods of Western Europe. . . .For 
everything from scientific and precision instrun«ncs, through 
printing presses and other durable goods, to delicate laces and 
fine china, European products are in demand. While producing 
all of these goods, and handling all of the clerical, adminis- 
trative, sales, and service functions associated wlch them, the 
Western European labor force has had markedly less schooling 
than that of Aii»rican blacks. 

During the 1960s, when West Germany and France enjoyed a 
period of almost unprecedented prosperity, consuming abundantly 
at home and exporting so much abroad that their own labor force 
proved insufficient, they relied heavily on the labor of 
immigrants. . . .[Yet,] in the countries from which thev came, a 
large proportion of the population was illiterate and few had 
gone beyond primary school. This meant that many supposedly - 
complex jobs were being performed by relatively urieducatad' 
wrkers. . ♦ .Thus, the Eastern and Southern European workers in 
nodern industry who fashioned goods that sold world wide did not 
know the host country ' s customs and language, were often 
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illiterate in any Language, and were without any industrial 
training whatever. 21 

In sura, there is little evidence that the existence of the mininuai 
wage plays a major part in the high and growing black youth unemployment 
rate. It appears that the mininnmi wa^e is below the market wage in moac 
jobs that youths take. Moreover, provisions irtiich allow employers to pay 
student learners, apprentices, and full-time students wages lower than the 
minimum exist but are not fully utilized. According to Thurow, "there were 
26,000 certificates of exemption that authorized the «iiployment of 197,000 
students. Only about 40 percent of these places were actually filled. If 
changes in the minimum actually made a big difference in employers' 
employment desires, there would be many more applications, plus full use of 
those that are presently authorized. "22 

The discussion to this point suggests, that we ought to reject the 
orthodox model as a framework for explaining racial differences in youth 
employment and unemployment. In particular, we ought to dismiss the 
notions chat the wage rate is the key variable in fixing the level of 
supply and demand, and that markets adjust automatically- to eliminate 
excess supply. We turn now to alternative labor market theories and their 
possible contribution to explaining black-white employmnt differentials. 



Dorothy K. Mewitan et al . , Protest, Politics, and Prosperity: Black 
Americans and White Ins t i tut ions 7 1940-1975 (New York; Pantheon Bootes, 
1978), pp. 54-(i6. 

"'^Thurow, "Youth Unemployment," p. 18. 
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AM ALTERNATIVE LABOR MARKET THEORY 

Some ecpnooiscs assert chac the labor market is not characterized by 
wage flexibility but rather by a structure of wages established by social 
processes and maintained by the market power of organizations, individuals, 
and custom. There are rigidities throughout the structure, not- merely at 
the bottom. More importantly, the number of individuals who become 
employed on jobs at wages above the minimum is not deteimined primarily by 
whether the wage rate is flexible or not, but by other factors. 

In our alternative formulation the level of demand for labor is 
determined largely by the production and sales plans of business firms and 
Che prevailing technology. It is likely that fluctuations in the wage rate 
have little impact on the demand for labor and are absorbed primarily by 
fluctuations in profit rates and price levels. Moreover, as has been 
accepted by macroeconomists since Keynes, the wage rate itself does not 
readily respond to the existence of excess supply except in rather unusual 
sicuations. Instead, wages are determined by a complex social process 
involving administrative procedures, bargaining, custom, etc.'^'' 

Moreover, in such a labor market there is no Mchanism internal to the 
labor market to induce the levels of demand and supply to equilibrate. If 
production and sales goals are such that the aggregate demand for labor is 
less than the aggregate supply of labor . there simply will be 
unemployment. This unemployment will persist until the production and 
sales goals change. Thus, under normal circumstances, some workers who 



Swinton, Logic of Economic Discritr- nation. 
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have eufficienc productive pctential to work ac the prevailing wage will be 
uneaployed. Workers are thus in a competition for available jobs. 24 

These jobs, however, are not all equal. They are differentiated by 
working conditions and pay levels. Moreover, the jobs consist of different 
tasks which may require different types of skills for effective 
perfomance. Thus the primary function of labor markets is to match 
individuals to specific jobs. Individuals apd firms care about the outcome 
of this matching process and can thus be expected to engage in tactics to 
achieve the best outcomes possible. How a given individual or group of 
individuals fares with respect to employment and unemployment depends on 
h< : i#ell they come out in this job competition game. We thus turn to a 
discussion of the theory of this labor market matching game and its 
implications for racial differentials. 

Job Finding Success and the Racial Employment Differentials 

Relative employment levels are related to two principal factors. The 
first is success at finding jobs and the second is success at keeping 
jobs. Obviously the less (more) successful nonwhites are at getting and 
keeping jobs relative to whites, the higher (lower) will be the employroent 
differential. Thus, differences in the relative employtront experiences of 
nonwhites must be caused either by differences in thair job-gettirj or 
their job-keeping ability. 

Without minimizing the importance of job retention, we will focus our 
concern on the problem of getting jobs. Although higher job loss rates 
among nonwhite teenagers and young adults are a factor in explaining their 

24 

Lester C. Thurow, Generating Inequality: Mechanisms of Distribution 
in the U.S. Sconomy (New York: Basic Books, 1975). 
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lower empicyment races, che evidence from recent studies makes it clear 
chac failure to find jobs is the principal factor explaining their 
disadvantaged employnent situation. 25 It also is the principal factor for 
all groups during periods of slack labor oiarket activity. 

In a recent analysis Marston found that of the 3.90 percentage point 
difference in che average uneaploynienC rates between blacks and whites 
during the period 1967 to 1973, 1.31 percentage points were attributable to 
the higher flow from aaploymenc to unemployronc, 1.24 percentage points 
were attributable to the lower rate of job finding aiaong new entrants and 
reentrants, and 1.14 percentage points werre attributable to a lower rate 
of job-finding success aioong previously employed people. Thus, the 

contribution of a lower rate of success in finding jobs was aloost twice as 
important as Che higher rate of job loss. 

Moreover, in view of che finding from a study by Mattila chat nearly 
50 percent of job losers find new jobs without ever experiencing unemploy- 
aenc, accribucing che full 1.31 percencage points to differencial job 
losing may well be unjuscified.^^ It may well be che case chac nonwhites 



* See Ralph E. Smich and Charles C. Hole, "A Job Search-Turnover 
Analysis of che Black-White Unemployment Ratio," in Proceedings of th e 
Twenty-chird Annual WinCer Meecing, 1970 . ed. Gerald G. Scnsers (InduscriaF 
Relations Research Association, 1971) for a discussion of the importance of 
job leaving. Also, see S. T. Marston, "&nployn»nc Instability and High 
Unemployti»nt Rates," Brookings Economic Papers 1 (Washington, D.C.: The 
Brookings Insticucion, 1976J. 

-.5 

' Marston, "Employment Instability," Table 4, p. 181. Also see R. G. 
Ehrenberg, "The Demographic Structure of Unemployment Rates and Labor 
Market Transition Probabilities" (Miaeographed, Cornell University) for a 
discussion of importance of job finding. 

~'J. P. Matilla, "Job Quieting and Fricrional Unemployment," American 
Economic Review 64 (March 1974) ;235-239. — — — . 
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lose jobs at the Bam rate as vhltes but experience unemployuienc as a 
result or job loss more often. If this is true then some of the 
differential attributed to job losing is actually attributable to the 
failure of nomrttites to have as much success finding new jobs while still 
employed* 

Marston's analysis also indicates that the failure to find jobs 
contributes ouch more to the explanation of the increase in nonvhite unem- 
ployment in slack labor markets than it does for whites, where job loss is 
the chief problem* Marston's analyses covered a period of relatively tight 
labor markets so the contribution of job attainment failure to the average 
unemployment differential is probably understated, 

It seems clear then that the principal cause of the overall higher 
unemployment rates of nonirtiites is their much lower success at finding 
jobs. This conclusion holds with special force for teenagers and young 
adults. This conclusion provides us with a starting point for constructing 
an alternative theory of labor market operation* 

While we know of no specific theoretical model of racial job finding 
differentials, economic theory does provide the elements with which to 
construct such a theory. Racial job finding differentials are an outcome 
of Che matching operations in labor markets which result from two types of 
decisions* The first are decisions of firms concerning \^ich individuals 
to hire (demand decisions)* The second are decisions of individuals 

This conjecture is supported by gross flow tabulations which 
indicate that the relative contribution of the lower race oi success 
attaining employment is higher for aiinoricies in thii more recent data 
which covers years of higher unemployment than earlier data. See Ralph £* 
Smith and Jean E. Vanski, Gross Change Data: The Neglected Data Base 
(Washington, D*C.: The Urban Institute, 1978). 
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concerning which jobs Co ieek (supply decisions). The decisions of firms 
concerning which in4ividuals to hire and the decisions of individuals 
concerning which jobs to seek work together to detennine the job-finding 
succesli of different demographic groups. 

In the discussion irtiich follows, we present a theory of how these 
decisions are laade. It is a theory of "who" will be employed for a given 
demand and supply of workers. The theory will not be concerned with how 
many will be employed, although the level and composition of demand and 
supply implicitly help to determine who is employed. In this theory demand 
is detenained by extra-labor market factors while supply is largely 
determined by demographic forces. Unlike the situation in the neoclassical 
oiodel, in this irodel all individuals will not necessarily be employed in 
the normal course of events. However, some systematic forces do help to 
determine which individuals will be aaployed and which will be unemployed. 
These forces also evidently generate the racial differentials chat are the 
subject of this paper. 

There are a number of cheorecical perspectives chat contribute to 
understanding bow the firm determines who to employ and how the individual 
determines where to seek work. These include the general theory of 
decision making for firms and individuals, the theory of discrimination, 
the theory of human capital, and the theory of search. The approach used 
here draws upon these theoretical .perspectives in structuring a theory co 
guide the analysis of differential job-finding success rates. 

A Theory of Personnel Selection (Demand). Th^ general theory of firm 
decision aaking suggests that a firm may be thought oi as an organisation 
which has as its purpose Che produce ion of an oucput level at a tninimum 
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cost. For any given technology and capital conf igurat ion, the production 
process is defined in a technical sense, and the number of tasks chat will 
be required to achieve che goal will be determinable. These tasks will in 
general be grouped into jobs and this will determine the number and type of 
workers required* 

If the film's output was completely determined by the number of 
workers hired, there would be no need for the firm to determine who to 
hire. However, the cost of achieving che production goals will generally 
vary with the specific individuals assigned to given jobs« Liebenstein' s 
efficiency concept, the human capital literature, the literature on 
ability, and the discrimination literature suggest why the particular 
individual assigned to different jobs matters for the firm^s cost 
minimiasation efforts. 

Theory suggests that the firm desires to hire the ''best" people for 
its labor force- ^est in this context means che sec of workers that will 
enable the firm to achieve its objectives at a minimum cost. There are at 
least three dimensions along which best must be judged. First, there is 
che technical ability to do the task required by the job, which depends 
upon the technical qualifications of the worker. Second, there is the 
willingness to utilize chat ability, which is determined by the motivation 
of the worker^ And third, there is the impact of the individual on che 
other workers and on che firm's relationship with outsiders* This depends 
upon- che personal characteristics and the behavior of individuals. Thus 
:he firm will cry to find individuals who have che best technical ability , 
who have che highest mot ivat ion , and who will have the best compatibility 
ir* rhe firm's environment. 
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There is no way co know for certain which individuals are "be3t" 
because che question concerns the unpact of the individual on future 
cost. The firm will have, or be able to generate, certain information 
about individuals or groups of individuals which can be used by the firm to 
make a judgment about which individuals will be the best employees. 

Since information is costly, the firm probably develops specific rules 
of thumb for translating readily available information into assessments of 
individual ability, motivation, and compatibility. These assessments can 
then be weighted and used to rank job applicants. Firms may differ in the 
sophistication that is used to derive the rules of thumb. One would 
suspect that larger firms will be able to develop more complex rules of 
thumb and apply more sophisticated devices in obtaining information. 
Moreover, the standards used by any given firm will also probably vary 
according to the characteristics of the supply pools and the nature of the 
particular job to be filled. 

The rules of thumb may involve such characteristics as educational 
level, prior experience, performance on standard tests, recommendations, 
aod personal references. The firm may also use race, sex, age, and other 
ascriptive characteristics as proxies for unknown factors affecting job 
performance. Once all the information has been compiled, the firm 
presumably weights all the factors and ranks the candidates. These 
rankings then determine the order in which the firm will make offers , for 
employment. 

Moreover, since the firm may have particular ideas about which 
personal characteristics are most useful, ic may want to influence che 
types of individuals who apply. This can be attempced through che types of 



ittformation the fino makes available about its employront opportunities, 
atul the way in which this inforaatioa is circulated. 

This is a brief version of ' the theory of how the firm decides to 
"whon" enpLoyvent is offered. In brief, the firm offers e»ploy«ent to 
those whom it considers the best candidates, and uses a variety of rules of 
thun^ based on information about the candidate and the job to nafce its 
determination as to who is the b-^st candidate. It should be noted that 
nothing which has been said implies that the firm's ranking of candidates 
is correct or that the criteria or standards used are actually relevant to 
production. The firm adopts somm set of procedures and if the results ere 
satisfactory, then these rules viU be maintained. 

A Theory of Job Seeking (Supply) . The job-seeking decisions of 
individuals determine the supply of individuals to each firm. The theory 
that is relevant here is the theory of individual decision making. This 
theory suggests that individuals should undertake the job*-seeking activity 
which promises to maximize their utility. There has been a rather 
extensive recent literature examining the theory of optimum job-seeking 
strategies for individuals .29 whereas this literature has provided general 
inspiration for what follows, it cannot be directly applied to the concern 
for "who" will search at which firms. This • question is hardly touched at 
all in the recant theoretical literature which tends to be mostly concerned 
wich characterizing optimum search rules in general terns that abstract 



" See, e.g., recent surveys by: Steven A. Lippman and John J. McCall, 
"The Economics of Job Search: A Survey," Parts I and II, Economic Inquiry 
(June 1976 and Septanber 1976); and Donald 0. Parsons, "Models of Labor 
Market Turnover: A Theoretical and Empirical Survey," in Research in Labor 
Economics , Volume 1, edited by Xonald G. Ehrenberg, 1977. 
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from individual differences. Moreover p since the incention is not to 
derive an analytical solution to any model generated, the strict maximiza- 
tion assumption is not nesded* Job seekers will be presuiwsd to act on 
various rules of thumb vhicb may or may not have optimal properties* 

Individuals are assuaed to seek satisfac ^ry jobs. A satisfactory job 
is one which cones close to satisfying the individual's view of his or her 
potent ial inc luding both earnings and nonvage terms of employment • An 
individual will apply for a job at a given firm if the individual believes 
that there is a job opening, that there is a possibility that the job will 
be offered to them, and that the expected gain from seeking the job—which 
depends on the likelihood of getting the job in combination with wage and 
working condi tions^^utweighs the cost of seeking the job. 

If there were (I) no differences in jobs, (2) no differences in 
individuals, (3) no selectivity on the part of cmployeis, (4) no 
differences in the probability of obtaining a job at different firms, and 
(5) no differences in the search cost; then the individual would not need a 
specific search strategy. ^ In this case, the job seeker could obtain 
suitable job offers through a random search of all firms. Not only must at 
least one of the above differences exist in order co justify a specific 
search strategy, but ^he individual must have some awareness of Che 
differences. 

In general, jobs are differentiated by firms and occupation*! and an 
earnings hierarchy will exist across both occupations and finns* Thus the 
earnings that an Individual can get depends upon*the specific job (firm and 
occupation) which he obtains. In general, different occupations will 
require different qualifications, and the criteria, as well as tne 
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standards for evaluating th^se qualifications, will vary across firms. 
Moreover, at any given time the availability of jobs will vary across 
firms. Finally, the cost of seeking a job will vary for each individual 
according to the location and other characteristics of the firm. 

The job seeker will have to make a decision about tfhich occupations to 
seek and which firms to visit. This decision will be ba^ed on the 
individual's information concerning the existence of vacancies, the 
criteria and standards used to assess qualifications, the search cost, and 
the wage. We would expect such knowledge to vary with prior labor market 
experience and thus the job-seeking behavior of inexperienced (youthful) 
workers will differ from that of workers with greater labor market 
knowledge. Since the individual knows his own characteristics, the 
individual will rank firms which have satisfactory jobs in order of the 
best prospects for successful search. Here "the best" can be characterized 
as the expected value of a visit — which is the probability of getting the 
job times the value of the job less the cost of search. The probability of 
jetting a job at the firm will depend on the probability that a vacancy 
exists and the extent to which the individual's characteristics fit the 
firm's criteria. The individual will visit the firms in order of their 
rank. Individuals, like firas, will be expected to develop some rather 
general rules of thumb for making the assessments necessary to rank firms 
and thus their search procedures will not necessarily involve strict 
maximization. 

These considerations determine the probability chat any individual job 
seeker will apply at any given firm during a particular time period. The 
5ec oz job seekers then determines che jnaracrerisc ics of the apolicant 
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pool at any given firm. This theory of supply along wich Che theory of 
demani discussed above, constitutes our theory of who is offered 
enployment. The supply theory determines irtxo applies for any given job and 
the demand theory determines who among those applicants receives job 
offers. This theory provides a framei#ork within trttich an explanation for 
the differential job-finding success rates can be derived. 
Implications for Racial Differentials 

The implications of this theory for explaining racial differences in 
job-finding success are rather straightforward. It is clear that success 
at finding jobs depends on two general factors. The first is personnel 
practices of business firms and the second is the job-search behavior of 
youthful workers. Minority youth can be disadvantaged because firm 
personnel practices exclude minority youth in disproportionate numbers or 
because minority youth engage in different patterns of search from majority 
youth. 

If the first factor is a cause of existing differences, the 
probability of a minority youth being selected from a given pool of 
applicants would be less than the probability for a white youth. The 
theory suggests that personnel selection rules will be chosen so as to 
ensure that each firm gets what it judges to be the nwst suitable set of 
workers. As indicated, the criteria for selection will generally be based 
on the relationship between applicant characteristics and those 
characteristics thought to be possessed by the best workers. Thus, to the 
extent that race is a criterion used by firms or to the extent that the 
desirable .nonracial characteristics are distributed in favor of whites, 
fira personnel practices will result in disadvantages for minority job 
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seekers. As noted earlier, the firm's notions about the relationship 
between individual characteristics aad firm personnel objectives may not be 
accurate. Moreover, the firm may also choose nonracial characterise ics in 
order to place minority workers at a disadvantage t Thus, in the casi» of 
uniform application rates across firms it is the firm's personnel practices 
and not Ehe trorker's search mthods that are the ultimate source of the 
disadvantages of minority workers. 

If the second factor is a determinant of the racial differences, 
minority youth will have a probability distribution over applicant pools 
that differs from the distribution for white youth. The search 
probabilities might differ because of differences in the nonracial 
characteristics of yotth that affect the likelihood of getting a given job 
(and, therefore, the individual's decision to apply for the job) or because 
youths from different racial groups assess the probabilities of successful 
search differently. Again, the youth may be wrong about these assessments. 
However, it is also likely that minority youth adjust their search patterns 
to what they correctly perceive as discriminatory treatment by employers. 
Regardless of the accuracy of the youth's perception, there will be 
proportionately fewer minority youth in the applicant pools or these 
employers so that, even if the employer hires minority youth in proportion 
to their representation in the pool, fewer of them will be hired. In this 
case the characteristics of youth are not the direct cause of the 
differences in the search patterns. Rather, it is the search rules 
employed by these youth that generate different outcomes. 

These two factors account ^or the primary ways in which che racial 
differentials in job-finding success races aiay be generated. The net 
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contribution of each of che factors cannot be ascertained independently of 
knowledge of the actual search and selection procedures used by individuals 
and firms. It is easy to imagine particular configurations of 
characteristics, search behavior, and selection procedures that could lead 
to racial employment differences. In the final analysis, however, 
understaiwiing the current level and trends in racial differentials in 
eoploynwnt can only come from a specific empirical analysis. The theory, 
however, provides a useful guide for structuring a consideration of 
empirical evidence concerning the importance of various reasons for the 
persistent racial employment disparity. 

REVIEW OF EVIDENCE ¥K(M EXISTING STUDIES 

Although knowledge of the roles played by racial differentials in job- 
search behavior and job-offer patterns in generating the disadvantages of 
minorities would be of obvious importance to policy makers, little research 
has been devoted to the issue. We are not aware of any studies which have 
attempted to measure differences in the rate of job offers between black 
and white youth* As a consequence, we are not able to reach any conclusion 
about the relative importance of differential hiring rates. Fortunately, 
there has been some work on the search behavior of minority youth. 
However, this work has not been directly concerned with measuring 
diffarences in search patterns. Rather, it has focused on measuring 
differences in search methods, in sources of information, and in Labor 
market knowledge. In addition, information on the effects of differential 
access to employers based cn industrial location, anpLoyabi lity 
characteristics of youth, and labor force growth and competition is 
reviewed for its possible implications for minority employment. 
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Job~Search Methods 

Daca on job-search mechods from the 1979 NLS Survey of Youth reveal 
few major differences in the percentages of black and white youth employing 
particular search methods. 30 Unemployed youths were asked which of a 
number of job-search methods they used during the four ««eks prior to the 
NLS interview. The same question was asked of employed youths who looked 
for other work during the four veeks prior to the interview. The results 
for the two groups — unemployed and employed — appear in Tables 4 and 5. An 
examination of the data reveals minimal differences in the use of various 
job-search methods by unanployed black and white youth. Blacks did use 
friends and relatives less than whites* and relied on other methods 
slightly m'jre. Among employed youths, the same differences appear but are 
slightly larger. In particular, black youth clearly made more use of state 
and private employment agencies. 

In a local study of a sample of young male workers between the ages of 

16 and 22 who resided in East Boston, Osterman offered the following 

general points about the youths' job-finding oethods: 

. . .[What] is striking about these data is that when 
friends, parents, and relatives per job are suxmned, the jobs in 
our sample average well over one previous acquaintance per 
job. The Boston area is very large yet these youths do not move 
in an impersonal labor market. This is not simply a neighbor- 
hood phenvmenon, 67% of the jobs in the sample were outside the 
neighborhood. Clearly part of the answer co the question. . . — 
how do youths enter such a large dense labor market and find 
their way— is that they move through channels already traveled 
by people they know. 



Richard Santos, "Job Search Activities oi Youth," in Pathways to the 
Future by 3orus ec al. —————— 



TABLE A 



PKOPOKTION OK UNENPLOYKO USING VARIOUS HKTtlODS OF JOB SEAKCH, 

BY SKLKCTIiID CHARACTERISTICS 



Scate Private Contact Friends Placed or Looked School 

Enploynent Eaiployiaent Eiaplayer or Answered in News- EaployaenC 

Cti^iractc.tstic Agency Agency Directly Relatives Ads paper Service Other 



A8« 



16 to 17 


6.6 


2.6 


66,3 


19.7 


6 0 


30 9 


in L 


Q 9 


IH to 19 


20.7 


6.0 


65.3 


15.4 


7.9 


38.5 


3.2 


9.2 


2U to 22 


24.6 


5.0 


61.2 


13.2 


8.7 


40.1 


1.5 


14.3 


Sex 




















15.9 


4.2 


62.2 


14.2 


9.6 


41.8 


5.6 


10.4 


Hale 


14.6 


4.3 


67.9 


19.9 


4.4 


28.0 


6.6 


10.3 


Hue a 


















UUck 


17.4 


4.6 


66.5 


14.0 


9.5 


32.7 


5.9 


9.5 


liispaiiic 


15.3 


3.0 


63.6 


21.3 


5.5 


28.6 


8.3 


11.4 


Wlitte 


14.5 


4.2 


64.3 


17.5 


6.5 


37.3 


5.9 


10.6 


Enrol litttnit Status 


















iligli School I>rupoiit 


22.8 


5.5 


67.9 


14.1 


4.7 


37.7 


0.0 


10.7 


High School Stiitient 


6.1 


2.5 


64.6 


20.9 


6.0 


30.6 


10.9 


10.3 


Ctil lege Student 


16.9 


7.7 


64.5 


15.6 


11.4 


32.1 


9.0 


12.1 


Noiicn rolled High 


















Schoi^l (Jraduatu 


27.1 


5.1 


61.0 


11.0 


11.9 


46.7 


^» 


9.1 


Total 


15.3 


4.2 


64.8 


16.8 


7.2 


35.5 


6.1 


10.4 



UNIVEKSE: Civilians age 16 to 22 v/ho were unenployed on interview date (N"3,410,000). 



SOURCE: "Job Seardi Activities of Youth," chapter nine in Pathways to the Future; A Longitudinal Study of 
Young Americans , ed. by Borus et al., 1979, p. 199. ^ 
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TABLE 3 



FEkCENTAGE OK EMPLOYKO YOUTHS USIHG VARIOUS JOB SEARCH METHODS. 

- BY SELECTED CHARACTERISTICS 



CliKr<icCeri at ic 


Nothing 


State 

1 oynenc 
Agency 


Private 
EnployiBent' 
Agency 


Contact 

Enployer 

Directly 


Friends 
or 

Relatives 


Placed or 
Answered 
Ads 


Looked 
in News- 
paper 


School 
E«ployment 
Service 


Other 


Age 




















16 tu 17 
18 lo 19 

20 Co 22 


2.2 
0.7 
0.4 


4.1 
11,0 
13.4 


0.3 
2.5 
7.4 


60.8 
60.8 
58.9 


25.8 
23.9 
20.7 


3.4 
4.7 
12.3 


28.2 
38.1 
33.2 


6.5 
4.9 
5.4 


1 1 3 
9.5 
10.4 


Sex 




















Maltf 


0.8 
1.2 


10.0 
10 1 


5.1 


60.1 

DUall 


21.7 

OA R 


8.2 
6.2 


39.0 
28.9 


5.6 
5.4 


10.7 
10.0 


Rar:» 




















hi .ck 
Uiayttnic 
WIti te 


0.0 
1.9 
1.1 


18.4 
7.9 
9.2 


8.2 
2.3 
3.3 


58.5 
59.9 
60.3 


18.1 
27.8 
23.6 


6.0 
7.2 
7.3 


32.5 
34.6 
33.8 


5.9 
9.9 
5.2 


9.9 
10.5 


Enrol liaeia StaCiitt 




















High School Droi>out 
High School Stutient 
College Student 
Nonenrolled High 


0.1 
2.3 
0.7 


18.1 
3.2 
6.0 


3.8 

0.4 
0.3 


66.0 
59.6 
61.3 


19.1 
27.4 
26.4 


5.6 
2.3 
8.1 


34.7 
26.0 
30.3 


0.3 
7.6 
14.7 


11.0 
12.5 
13.3 


School Grdiliiate 


0.4 


14.3 


3.3 


57.3 


19.7 


U.2 


41.2 


0.6 


6.6 


Total 


1.0 


10.1 


3.7 


60.1 


23.2 


7.2 


33.7 


5.5 


10.3 


IfNIVEKSK: Employed civilians 


age 16 Co 22 


on interview 


date who 


looked for 


other jobs (N-'3,370.0OO). 





SfXIKCE 



"Job Search Activities of Youth," chapter nine in Pathways to the Future; A Longitudinal S tudy of 
Young Americans , ed. by Boms et al., 1979, p. 203. " " 
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In this concexc Ostenoan reports a substantial difference in the use of 
parents and relatives as sources of job information by black and white 
youth. Black youth tended to nake greater use of intennediary institutions 
and less use of relatives. 31 

While the linited evidence available provides some support for the 
hypothesis that there are differences in the rate of utilization of 
different labor market infonaatica sources, this type of finding can only 
provide a limited basis for infering differences in search patterns without 
more knowledge concerning the type of referrals received from each 
source. It is conceivable that similar search patterns can emerge despite 
the differences in sources of information. Thus, little can be concluded 
about the importance of informition sources in shaping the job-search 
pattern. 

L abor Market Knowledge 

There is some evidence that there are differences in the faaount of 
knowledge young blacks and whites may have about t» ^ labor market. There 
are some studies which suggest that such knowledge differences might 
influence search patterns and turnover rates. Fames and Kohen conducted a 
longitudinal analysis of the labor market experience of noncollege youth, 
using data from the National Longitudinal Surveys (Fames). Focusing on 
male and female youth who were ^Lveen the ages of 16 and 21 in 1968, who 
were not enrolled in school it either 1968 or 1971, and who were not 
college students, the authors con&^de that their findings "are consistent 
with the view that the extent of labor market information has an 

■^^Paul Osterman, Getting Started; The Youth Labor Market (Cambridge, 
Massachusetts: MIT Press, 1980). 
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independent influence on subsequent earnings and occupational status 
Andrisani, suamariring a large body of research based on the NLS (Fames), 
concludes that adequate labor market knowledge is essential for che 
establishrcnt of stable tmd successful employment careers. He found chat 
the relationship between labor aarket knowledge and stable and successful 
employment was "independent of individual differences ffliong youths studied, 
in a wide range of skills, abilities, and demographic 
characteristics. , , He also found that as youths make the transition 

from school to work, blacks, females, and poor white youths possess the 
least adequate knowledge. Neither of these studies explored the impact of 
this lack of labor oarket knowledge specifically on black youth 
unemployment or the widening gap between black and lAite youth* 33 
Residential Location 

Another factor that has been explored in the literature is the 
residential location of che youth relative Co the location of job 
opportunicies. During che pasc several decades both che nonwhite and che 
white populations have become more urbanized. Over 65 percent of che whice 
youth population and 75 percent of the black youth population were locaced 
in metropolitan areas in 1977. The black youth population was relatively 
irore concentraccd in poverty areas (48 percent versus 14 percent for whice 
youth) and more concentrated in central cities (54 percent versus 22 



^Herbert S. Parnes and Andrew I. Kohen, "I^abor Market Experience of 
Noncollege Youth: A Longitudinal Analysis, in From School to Vork: 
Improving the Transition (Washington, D.C.: Macional Cotmnlssion for 
Manpower Policy, 1976). 

33 

Paul J. Andrisani, "£s tab lishs^nc of Stable and Successful 

Snployment Careers'* The Role of Work Attitudes and Labor Market 

Knowledge," in Conference Report on Youth Unemolovinent . * 



t 

\ 



I 

46 

percent for white youth). Most of black employront and unemployment is 
located in central cities vhereas the largest amount of white employment 
and aaemployneat is located in the suburbs. 

It seems reasonable that youth who live in the central city would not 
apply to the some employers for jobs as youth «^o live in the suburbs. 
Thus in view of the wide racial differences in residential patterns one 
might expect racial differences in search patterns to emerge. Hovever, the 
magnitude of the direct istpact on search patterns is an unresolved 
empirical issue. Moreover, even if they existed, differential search 
patterns would only be disadvantageous to black youth to the extent that 
the firms to which they had access had significantly lower hiring zo 
applicant rates than the firms to which i^ite workers had access or if 
there were significantly fewer firms with entry-level jobs in the areas in 
which minority youth conducted their searches. 

In this regard, the movement of industry out of the central city has 
been cited as a major cause of the worsening anploytaent situation of 
niinoricy youth. On the surface, the suburbanization argument would seem to 
make a great deal of sense. The argument only holds, however, if it can be 
shown that black youths residing outside of central cities fare better in 
the labor market compared to their i^ite counterparts than do black youths 
residing in central cities. The unemployment rates and eipployment- 
populacion ratios by race and location presented in Table 6, however, do 
not support this notion. Within metropolitan areas, whether in central 
cities or suburbs, the unemployment rates of black teenagers were in ratios 
greater than two to one compared to white teenagers and their employment- 
population racios generally less than one to two. 
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TABLE 6 



EmOYMEHT-POPULATION RATIOS AND UlIEMPI.0Y51Eirr RATES 
OF TEEHACERJ It RACE AMD LOCATION, SECOND QUARTER 1977 



Locatioa 



(1) (2) 
Esployacnc-Populat ion 
Ratio 

UhitM Blacks 



(3) 

Racio 
2/1 



(4) 



(5) 



Poqaployiaept Race 
Hhicea Blacks 



(6) 

Ratio 

5/4 



Central City 

Poverty 36 

Central City 
Nonpoverty SO 

Suburb Poverty 43 

Suburb 

Nonpover'.y 53 

Nonaet ropo I it an 
Poverty 46 

Nomae t r opo I i t an 
Monpoverty 52^ 

All Areas 51 



16 

21 
19 

27 

26 

2L 
22 



.44 

.42 
.44 

.51 

.57 

.60 
.43 



22 

17 
18 

15 

17 

ii 
16 



50 

46 
51 

33 

28 

2L 

41 



2.3 

2.7 
2.8 

2.2 

1.6 

1.9 

2.6 



SOURCE: Employwent and Training Report of the President, 1978; 
p. 73, table 3. 
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Though Che debate as to whether the employaeoc opportunities of blacks 
are curtailed by business suburbanization is long-standing, 34 empirical 
research on this subject is scarce. The one piece of empirical work of 
which ve are aware chat does address this issue is that by Osterman.35 
Using aggregate data from the I960 and 1970 U.S. Decennial Censuses of 
Population, with Scandard MeCropolican Scaciscical Areas as independent 
observations, Oscerman escioaced employmenC equacions for 1960 and 1970 for 
four 16- to l9-year^old race-sex groups ^'n order to examine che 
decerminancs of employmenc change for each group over this period. The 
particular variable conscrucc used co capcure che effects of emplo/mcnt 
suburbanizacion on chese groups was che racio of all che SMSAs' jobs 
locaced in che cenCral cicy co jobs locaced oucside che central city 
divided by the ratio of the population living in the cenCral cicy Co 
populacion living outside the central city. Osterman found chis variable 
insignif icanc for all race-sex groups. 
Employabili ty 

Perhaps a view chac has commanded more popular support than any is Che 
concent ion chac the racial gap is caused by differences in che 
"employali icy" of t j,ck and whice vouch. Differences in che employabiUCy 
3f black and whice youch mighc be expecced to have a direct impact on che 



See John F. Kain, "Housing Segregacion, Negro EmploymenC, and 
Metropolican Decencralizacion," QuarCerlv Journal of Economics 32 (May 
1968) for an affirmacive view; Paul Offner and Daniel Saks, "A Note on John 
Kain* 5 Housing Segregation, Negro Employment, and Metropolican 
Decentralization," Quarterly Journal or Economics 35 (February 1971) for 
che negative. 

^Paul Osterman, "Racial Differencials in Male Youth Unemployment," in 
Conference Report on Youth Unemplo'.'menc . 
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relative willingness of firas to hire blacks as well as on their search 
patterns. This is a rather difficult argument to assess because the term 
"employability" is vague and, surprisingly, there have been few direct 
empirical studies of this factor. Does employability refer only to factors 
shown to affect worker productivity or ability to perform the job tasks or 
does it also include such possible aonperformance-ralated characteristics 
as the prospective employee's speech patterns or a»de of dress? Does 
employability refer only to employee characteristics that can be altered or 
to those which are immutable as well? 

One component of "employability" is formal education. Here the trend 
in educational attainment has moved in the opposite direction to that in 
youth unemployment. The educational attainment of both black and white 
youth has increased over the past couple of decades; however, black 
educational attainment has increased at a much faster pace. Consequently, 
Che median educational attainment of all non^rfiites in the labor force has 
increased from 8.4 co 12.2 years between 1957 and 1977, compared co an 
increase from 12.1 to 12.6 for whites. Thus the gap of 3.7 years in the 
oiedian educational attainment which existed in 1957 had declined to only 
years by 1977. Since these figures are for the population as a whole, ic 
is clear chat the gap between youth cohorts must have narrowed even more. 

Moreover, differences between black and white youth in educational 
acrainment seem to account for very little of the employment 
difitrential. Table 7 shows the educational distribution and basic labor 
niarket statistics for out-of-schoc'. youth in 1977. A number of points are 
apparent from a review of these data: (I) the distribution of educational 
attairjnent is slightly lower for black nonennlled youth, (Z) the wjre 
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TABI.E 7 





EDUCATION AND 


ifHPLOYNiCNT 


FOR OUT-OF-SCUOOL YOUTH, 


1977 




Yciir:> tit' 


Percent Distribution 
of Population 


UnMployment 


Rales 


EiBploynent-Populat ion 
Ratios 


Scliciiil (!ump luted 


Uliite 


Hlack 


White 


Black 


White 


Black 




4.01 


4.28 


17.1 


24.7 


51.2 


33.2 


8 to 11 Yuaiu 


15.11 


25.18 


16.3 


30.6 


59.2 


44.2 


litgii Si'iunil 


56.62 


51.74 


7.0 


21.9 


79.8 


61.2 


1 III \ Yeart. 
ot C(i 1 li.'g«; 


15.92 


14.04 


4.5 


16.5 


84.3 


70.0 


4 or Mure Ycarii 
of Cm i lugu 


8.31 


4.91 


5.7 


15.1 


90.5 


84.0 


Total 


100.00 


100.00 


8.3 


23.1 


56.1 


76.0 



SOIfKCK: '•ruwatcjji Defining the Universe ot Need for Youth EnploymenC Poliey," p. 15. 



57 

ERIC 



51 



educated cohorts have both higher empLoyment^populat ion ratios and lower 
unemployment rates, and (3) the absolute racial disparities are lowest 
among the most highly educated youth. However, there are substantial 
racial differences in labor market position at all educational levels, and 
black college graduates just barely have a lower unemployment rate than 
white high school dropouts. 

The quantity of education received is not the only factor to be 
considered. The quality of education may be important to employers also. 

Here again the trends indicate that blacks are doing slightly better 

I 

relative to whites. Data from the National Assesso^nt of Educational 
Progress on 17-year-olds still in school show that blacks, ^ile still 
performing below the national average, increased their reading scores both 
absolutely and relative to those of whites. 36 While this does not prove 
conclusively that all blacks are getting an equal quality education, it 
certainly does not support a thesis of diverging trends in black and white 
educational achievement. Moreover, as noted earlier, "teen*' jobs seem to 
require less, not more, facility with language and computation. However, 
these facts may not be known by or of interest to employers. 

In spite of the trends noted above, differences in human capital 
endowiMnts, however small, remain; and such differences can contribute to 
racial differences in employment outcomes at any point in time. The 
critical question is how much of the racial differential in youth 
unemployment, at a given poiat in time, can be attributed to differences in 
"background characteristics" or endowments? 



^ Nat lonal Assessment of Educat ional Progress , Three National 
Assessments of Reading: Changes in Performance, 1970-60 (Denver, 
Colorado: Education Commission .of the States, 1981). 
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While there is aow an extensive literature examining the composition 
of racial unemployment or employment differentials in general, 37 we know of 
only one such study that focuses specifically on racial ^unemployment 
differentials among youth. In order to gee a sense of the magnitude of the 
contribution made by racial differences in background characteristics 
(which may or may not be associated with employability) to racial 
unemployment differentials among youth, Osterman estimated equations to 
explain the layoff rate, the quit rate, and the duration of 
unemployment. 38 These results were then used to assess the relative 
contribution of differences in background characteristics to explaining 
differences in the probability of layoff and of quiting and differences in 
the duration of a spell of unemployment. According to Osterman about 50 
percent of the racial differential could be attributed to background 
characteristics. However, our interpretation of Osteraan's findings 
suggest that none of the gap could actually be attributed to differences in 
Che characteristics included in his model. This conclusion is based on his 
results that both the probability of quits and duration of a spell of 
unemployment tor black youth would be significantly less than the actual 



E.g., Bennett Harrison, Education Training and the Urban Ghetto 
(Baltimore, Maryland: Johns Hopkins University Press, 19 72); Joan 
Gustafson Haworth et al. , "Earnings, Productivity, and Changes in 
Employment Discrimination During the 1960s,'* American Economic lleview 65 
(March 1975) : 158-63 ; Fatrell E. Bloch and Sharon P. Smith, "Human Capital 
and Labor Market Employment: Errata and Extension," Communications 14 
(Spring 1979) : 267-69. 

38 

Ostennan, "Racial Differentials*" Osteraan's equations included 
variables for: age, knowledge of the world of work, years of education, 
number of dependents, draft status, marital status, unemployment insurance 
wage replacement rate, nonlabor income , local an employment rate , change in 
local unemployment rate, and variables which describe the nature of the 
unemp toymen t s pe 1 1 . 
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white rates if black* were treated the same as whites. The probability of 
layoff for black males would only be marginally higher than the probability 
for white males and not enough to offset the favorable impact of black 
characteristics on quits and duration of unemployment. Thus in our 
interpretation this study indicates that little if any of the gap can be 
attributed to background characteristics believed to determine 
employability. 

Differential Population Grovth Rates. 
Increased Competition from Other Groups 

Another factor which would affect job offer and hire rates is 

increased competition from individuals with similar characteristics. It is 

true that the black youth population has grown at a higher rate than the 

white youth population over the post-World War II period. However, while 

the largest baby boom crtiorts were bom in the late 1950s and early 1960s 

thereby entering the labor market in the early 1970s, a substantial 

proportion of the deterioration in the labor market position of black youth 

relative to white youth occurred during the 1950s and 1960s. The timing of 

birth of the largest youth cohorts does not square well then with periods 

of considerable deterioration. But granted that there has been 

considerable deterioration in black youths' relative labor market position 

in the i970s, how might this be due to relatively high population growth 

rates? One possibility is that the labor market operates in accord with 

the queue cheory.39 According to this formulation, black workers are 

relegated Co the end of the labor supply queue by employers v^o prefer 
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hiring whites t hiring blacks only when qualified whites are scarce. Under 
such circumstances, any increase in the white youth population will leave 
employers with less need to hire black youth since white youth will be 
plentiful. Greater relative increases in the black youth cohort size will 
thus disproportionately harm blacks xn the absence of an overall increase 
in jobs sufficient to accc5»?<<«?:c aII who seek wrk. Ideally then we would 
like to know the effects of increased white youth labor force participation 
on the employment of black youth. 

Although we know of no direct tests of such effects, Wachter and Kim 
have attempted to determine the effects of ''cohort overcrowding" on changes 
in unemployment rates for 18 age-race-groups. 40 Their work focused on the 
effect that the change in the youth relative to the adult population has 
had on increasing youth unemployment rates. They found that the variable 
used to capture the cohort overcrowding effect tended to be strongest in 
female and white male equations and weakest in black male equations and 
chat this pattern appeared with consistency regardless of the exact 
specification or sample period used. Wachter and Kim concluded that while 
there was evidence of overcrowding in some groups, in the case of the black 
aiale 16-- to 24-year-'old age group, the increase in youth relative to adult 
unemployment rates over the period they examined could not be attributed to 
labor supply factors and must be attributable to demand factors. 

In addition to increased relative population growth, increased 
competition trou other demographic groups (e.g., women and undocumented 
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aliens) would only exerc differencial pressure on black and white youch 
employment in the presence of a labor market queue. In this instance the 
group most recently active in the labor market may be thought to displace 
black youch either directly or indireccly; direccly by compecing for and 
acquiring jobs which black youch would normally acquire, or indireccly by 
possibly compecing with and displacing whice youth who in curn compece wich 
and displace black youch. This displacemenc will resulc in a 
disproporcionace increase in unemploymenc among black youCh if chere are 
noc enough jobs available Co accommodace chem or if che jobs which are 
available are lacking in accribuCes che youch find accepcable. 

Again, we do noc know of any empirical work chac has produced 
escimaces of che magnicude of direcc or indirecc displacemenc of aaployment 
opporcunicies for black youCh by adulc women or undocuownced aliens. Granc 
and Hammeimesh, focusing on anploymenc in che manufaccuring seccor in 19 70, 
provide cross-section evidence chac adulc women and youchs are viewed as 
subscicuces by employers. They do noC demonstrate chac adulc women exert a 
disproporcionace effecc on ,mployn»nC opportunic ies for black youth. 
Oscannan, using 1960 and 1970 SMSA daca Co estimace employmenC equacions 
for black and whice male and female vouch found chac the adulc women's wage 
variable included in Chese equacions was ins ignif icanc for all youch rac^- 
sex groups in 1960 buc was posicive and s ignif icanc in black male and 
female vouch equations while ins ignif icanc in boch white youth equacions in 
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1970.^^ He concluded that "enployers evidently do not substitute wonea for 
white youch (or vice versa) but do so for blacks. The clear implication of 
this is that the rise in the labor force participation of adult women has 
had a detriaental effect on black teenage eaploynent." Again, Osteiman 
provides no estimates of the order of nagnitudes of these effects. 
Smmary 

The above discussion suggests that none of the objective factors that 
might be eiqiected to affect search behavior or hiring patterns appear 
capable of accounting for much of the racial differences in the employnent 
and unemployment rates or the gro%rth in the differential. This suggests 
that whatever differences exist in search behavior or hiring patterns are 
not necessarily consequences of the objective characteristics and 
circumstances of black youth. This suggests that the cause of black youth 
unemployment is intimately tied up with the race of the youth. Either 
black youth search differently or are treated differently because of 
factors associated with their race. Unfortunately, there have been no 
direct studies of discriminatory treatment or racial behavior 
differences. Consequently, the proportion of the disparity in eraployront 
and unemployment rates that emanates from the impact of race on search 
behavior and hiring patterns cannot be assessed. 

The literature that we have reviewed is consistent with the race 
factor bearing the brunt of the explanation for racial disparities in 
employment. Vhile most authors associate this impact with discrimination, 
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Che role of discrimination cannot be isolated in existing empirical 
research. The available studies tend to be observations of demand-supply 
interactions and therefore are not capable of separar ing discrimination 
from other factors. More precise answers to the role and relative 
importance of the race factor and its impacts must await better specified 
empirical studies. 

CONCLUSION 

This paper began with a presentation of the evidence on the high and 
worsening unemployment rates for black youth. The unemployment rates of 
blacks, which were high in 1958, have increased both absolutely and 
relative to whites over the past twenty-five years. Differentials between 
white and black youth remain when adjustments are made for location, school 
enrollment status, and educational attainment. 

Attempts CO explain this phenomenon have focused on factors such as 
atcicudes and employabilicy factors, the rising minimum wage, job search, 
industrial relocation, and increased competition. These arguments were 
reviewed and the existing empirical evidence was analyated for possible 
confirmation of the hypotheses. Only two hypotheses seem to be consistent 
with the existing evidence — eich^r black youth search differently for jobs 
or they are treated differently by prospective employers. Unfortunately, 
iz is not possible, given the infonnacion available, co ascertain which 
factor is more important in explaining racial differentials. However, a 
tew ooservations appear warranted. 

The crend coward greater racial differences over che past three 
decades would be readily understandable if either the search paccerns of 
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black youth diverged sharply from the search patterns of white youth during 
this period or if the hiring practices of employers resulted in ir^^reased 
divergence between the rates of hire for white and black youth. It is 
unlikely that differences in employability or job-search methods can 
explain the growing gap. If anything, converging educational attainment 
would suggest they might narrow^ Nor could we account for changes in these 
patterns attributable to locational factor*, labor market knowledge, or 
willingness to work. It seems likely that whatever factors * sparked the 
changes in the elative position of black youth, chese factors did not 
emanate from changes in the youth themselves. 

The secular trend can be understood if preferences for white workers 
lead employers to engage in differential treatment. The impact of this 
race factor on the employront of blacks would clearly depend on the 
relative demand for labor. Clearly if the demand for labor is high relative 
CO Che supply of whites then the re^ppe employment of blacks would be 
higher. This would suggest that the secular trend in black youth 
employment may have been generated by racial preferences operating in the 
context of a decline in the level of demand for Labor relative to supply. 
This would suggest chat the secular trend has been induced by a rate of 
growth in entry level employment opportunities chat has not been large 
enough co keep up with the rate of growth in the s\ipply of new workers • 

Although employment growth has been fairly brisk during the past two 
CO chree decades, che rate of growth of the supply of new workers may have 
i>een even taster. The principal factor underlying chia rapid expansion in 
the supply of workers has been the rapid increase in the rate of labor 
force participation of white women and white teenagers of both sexes. The 
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white female labor force participation rate increased from 33 percent of 
their population in 195A to 51 percent of their population by 1979 and the 
white teenage participation rate increased from 46 to 58 percent of their 
population over the sane period. Although these increases were offset 
somewhat by declines in white male participation rates these declines were 
not sufficient to prevent total labor force participation from increasing 
from 60 to 64 percent of the population between 1954 and 1978. 

The net effect of this rapid increase in supply has been a steady 
upward drift in the l«vel of unemployment — a fact that has been widely 
recognized by some macroeconomists. In accordance with this scenario the 
increasing availability of young white workers and adult white womn has 
led to the increasing difficulty experienced by young black workers in 
obtaining jobs. It is likely that without the intervention of employment 
and training programs and equal opportunity/affirmative action programs, 
the situation for young black workers would have deteriorated even more 
sharply. 

Vhile this argument is consi,stent with existing evidence ^nd has 
certain intuitive appeal, it caiinot be proven from the research chat has 
been done to da^. The challenge, then, is to structure new studies in a 
way chat can separate out the effects of differential search methods by 
youth from differential treatment by employers. 
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